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Introduction

The Howard County Public School System’s (HCPSS) budget
book presents the funding to efficiently and effectively
implement programs in the school system for FY 2016. The FY 2016 Operating Budget
FY 2016 Operating Budget begins July 1, 2015, and ends
June 30, 2016. It corresponds to the 2015-2016 school
calendar year.

The school system budget is proposed by the Superintendent
of Schools and reviewed by the Board of Education. The
Board’s budget request is submitted to the County Executive.
The County Executive makes recommendations and forwards
the budget to the County Council. The County Council can
accept the County Executive’s recommendations, make
additional reductions, or restore funds cut from the school
system budget by the County Executive.

@R
) il
The Introductory Section provides an introduction to the _

Board of Education’s Requested Budget

HCPSS FY 2016 Board of Education’s Requested Operating
Budget followed by the Board of Education message which provides an explanation of budget issues
by the Chairman of the Board of Education. The Executive Summary follows and provides a high level
overview of the budget process and the FY 2016 Board of Education’s Requested Operating Budget,
including Board of Education and school system information; revenue and expenditure overview;
budget highlights and analysis including enrollment and staffing data; and information on the budget
process with details on how county residents can participate in the development, review, and
approval of the school system’s budget.

The Organizational Section presents the mission and goals of Vision 2018: Fulfilling the Promise of
Preparation, the school system’s strategic plan as well as other system information. The FY 2016
budget has been prepared in alignment with the strategic plan and specific references to program
alignment have been included in each program summary.

The Financial Section includes operating budget revenue and expense summaries; and presents
program budgets grouped by division and budgets for all other Board funds.

The Informational Section includes a schedule of program expenditures by state budget category,
reductions to the Superintendent’s Proposed Operating Budget, prefunded items and new initiatives;
staffing analysis; enrollment by schools; budgets by selected functional areas; summary information
for the Community Services category, Transportation, and Materials of Instruction and Textbooks;
graduates’ college and university selections, the glossary, and acronyms/initialisms.
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A Message from the Board of Education

Howard County takes great pride in its schools, with good reason. Our students
consistently excel on many measures of achievement, and our instructional
program serves as a model for innovative practice. The Howard County Public
School System continues to set a standard for excellence throughout Maryland and
the nation.

Vision 2018, our strategic plan, guides our work in establishing a world-class
educational program that engages every student in learning. Our system has
already made great progress toward our vision. Bold instructional initiatives begin
in the earliest grades to give each child the best chance for success throughout
school and beyond.

The success of our public schools is closely linked to our county’s prosperity. A large and growing proportion
of our county population face poverty and other challenges that interfere with learning and impede a child’s
prospects for lifelong success. While economic pressures make the budget process more challenging, strategic
investments in education will give every child an opportunity to thrive, and enhance the long-term outlook for
our entire community.

Our system is committed to sustaining our current high standards of educational excellence while ensuring
fiscal responsibility to our county. To facilitate this process, we have adopted long-term, cost-saving measures
and process improvements that have already shown impressive results and will deliver even greater returns
in the FY 2016 budget cycle and through upcoming years. Zero-based budgeting, introduced one year

ago, continues to have a significant, positive impact on system resources. The process aligns all proposed
expenditures to strategic priorities rather than history, and fuels operational efficiencies throughout the
organization. The resulting savings are redirected to fulfill the priorities of our strategic plan.

The Board of Education budget request for FY 2016 totals $776.3 million and represents an increase of
$17.6 million, which is 2.3 percent. The $547.1 million requested from the county represents an increase of
3.1 percent. This is just $5.7 million over Maintenance of Effort (MOE), which is the amount the county is
required by state law to fund, based on prior-year enrollment.

This request includes:

¢ The addition of 68.8 positions and $3.6 million in funds to support the expected enrollment growth of
1,645 students. This additional enrollment is not covered by MOE.

¢ The addition of 32.9 positions, and $3.3 million in funds to support new initiatives of the strategic
plan. These include expanding our innovative elementary programming, enhancing the equity of our
program offerings, and adding advanced classroom technologies.

e Salary increases of $11.5 million agreed upon in negotiations last summer.

e Anincrease in the cost of employee benefits totaling $8.5 million.
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These increases are offset by a number of cost containment measures including:
e Savings of $5.3 million resulting from zero-based budgeting, allowing the redirection of existing
resources to our most strategic priorities.
e Savings of approximately $3.0 million through prefunding FY 2016 costs with FY 2015 funds, which
includes $1.5 million to reduce the cost of employee benefits.
e Reallocation of 84 existing positions.

In response to budgetary pressures facing our county and state, the Board was compelled to make even more
difficult choices to reduce the budget request. After the budget work sessions were completed and public
input was considered, the Board reduced the request by $4.4 million.

The $4.4 million reduction primarily reflects reductions to the budget amounts originally proposed for building
maintenance; contributions to the Employee Health and Workers’ Compensation funds; and office supplies,
conference travel, and temporary wages.

This revised budget proposal includes the funding needed to provide the excellent educational program that
our community expects and our students deserve. The Board prioritized student advancement and staff with
key initiatives retained and all staff jobs protected.

The Board of Education is committed to fiscal responsibility to our community, while continuing to uphold the
high standards that underlie our system’s top-notch reputation throughout the state and nation.

The investments and strategies reflected in the FY 2016 budget request will fuel our system’s progress in
providing an educational program where every child is inspired to learn, challenged to grow and empowered
to reach their goals. It provides for the type of educational program that the Howard County community
expects and every student deserves.

<

Janet Siddiqui, M.D.
Chairman
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Executive Summary

The Howard County Public School System (HCPSS) is among the nation’s highest performing school
districts, with the vast majority of students exceeding achievement standards and going on to higher
education. The HCPSS has received national attention for providing a world-class education. The school
system’s excellence contributed to CNN/Money magazine ranking Columbia and Ellicott City #6 in the 2014
“Best Places to Live in America” list.

About Howard County

Howard County, Maryland is a suburban community of over
300,000, situated midway along the Baltimore-Washington
corridor. It is a county of contrast—a blend of old and new,
urban and rural, historical and progressive. The county’s
borders encompass Ellicott City, one of the country’s oldest
towns, and Columbia, a planned community conceived and
designed over 40 years ago by the Rouse Company.

Howard County boasts a number of historical landmarks,
including the Bollman Truss Railroad Bridge, the Thomas
Viaduct, and nine sites along the Maryland Civil War trails.
The county’s 30 regional and community parks, 7 golf
courses, 5 lakes, and extensive hiking and biking trails also
contribute to the $590.1 million in annual tourism revenue.

Howard County Fast Facts Howard County Race/Ethnicity

e 95.1% of the population over 25 has Howard

graduated high school. (MD State 88.5%) County  Maryland
* (Slagz’ hold3a6 l:;?;:?elor’s degree or higher. American Indian/Alaskan 0.4% 0.6%

tate 36.3%
1 0, (o)

e S107,821 is the median household income, R .25 2115

3rd highest in the country. Black/African American 18.4% 30.1%
e 74.2% homeownership rate with median Hawaiian/Pacific Islander 0.1% 0.1%

\éalue of owner-occupied housing of Hispanic/Latino 6.3% 9.0%

435,300. .
! Whit 61.4% 60.5%

e 250.74 square miles land area and 1,144.9 e . ° . °

persons per square mile. (MD State land Two or More Races 3.5% 2.6%

area 9,707.24 square miles and 594.8

persons per square mile.) Howard County is 2013 US Census Bureau estimates

smallest Maryland County by land area.
e 4.9% unemployment rate as of June 2014,
lowest rate in Maryland. (MD State 6.2%)

Executive Summary 7
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HCPSS At A Glance

A great community deserves great schools, and the Howard County Public School System is a recognized
source of local pride. The school system consistently ranks among Maryland’s top school districts based on
assessment data. Howard County students score above the national averages on standardized tests and more
than 92 percent of graduates continue their education beyond high school.

HCPSS Fast Facts

76 schools operating in 2014-2015
41 elementary schools
20 middle schools
12 high schools
3 special schools

2014-2015
Total Enroliment (Prekindergarten—12) * 53,685
Elementary (Prekindergarten-5) 24,842
Middle (6-8) 12,276
High (9-12) 16,438
Special Schools 129
| owsai I a0
FY 2014 FY 2015 FY 2016 American Indian/Alaskan 0.2%
Asian 19.3%
Total Employees 8,084.4  8,136.2 8,156.2 Black/African American 51.9%
Total Teachers 4,3537 4,4012 4,4702 Hawaiian/Paciﬁc Islander 0.1%
Hispanic/Latino 9.5%
White 42.7%
Employee Wellness Two or more races 6.3%
The HCPSS was named one of the *Official Enrollment at September 30
2014 winners of the Vng_m Pulse Life Attendance Rate 2013-2014
Changers Awards for its employee
. . Elementary 96.4%
wellness program, Commit to Be Fit. Over .
.. . . Middle 96.3%
80% of employees participate in this Hich 95 8%
program, which was launched in 2012. & o
Graduation Rate**
Students Receiving Special Services Class of 2012 Class of 2013 Class of 2014
2011- | 2012- | 2013- 90.4% 93.3% 92.9%
2012 | 2013 | 2014 **4-year adjusted cohort
Limited English Proficient <5% | <5% | <5% "
Free and Reduced-Price el i
Meals 17.2% | 18.9% | 20.1% Class of 2012 Class of 2013 Class of 2014
6.02% |  429% | 4.08%

**4-year adjusted cohort

Executive Summary 8 HCPSS At A Glance
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HCPSS At A Glance

The cost per pupil reflects the average cost of
providing educational and related services to
students in the Howard County Public School
System. Cost per pupil amounts provide an overall
view of the cost of instructional programs. It
includes both the direct as well as the indirect cost
of programs.
Per Pupil Expenditures

Per Day Per Year
FY 2014 $78.38 $14,100
FY 2015 $81.94 $14,570

2015-2016 Teacher/Student Ratio & Class Size

Teacher/Student
Grade Level Ratio Class Size
Kindergarten 1:22.0 22
Grades 1-2 1:19.0 19
Grades 3-5 1:25.0 25
Middle 1:21.0 21
High 1.4:28 20

2014-2015 Gifted and Talented Program

Grade Level % Participating
K to Grade 5 46%
Grades 6-8 46%
Grade 9-12 46%

2014-2015 ESOL

About 2,200 students participate in our English
for Speakers of Other Languages (ESOL) program,
representing 61 different languages, (primarily
Spanish and Korean) and 72 different countries.

2014-2015 Technology

Ratio of Computers to Students 1:1.8

Classrooms with Internet Access 100%

Executive Summary

Before and After Care

Before and After Care is offered at all Howard
County public elementary schools and some
middle schools. Care is provided by the Columbia
Association or the Department of Recreation
and Parks.

Kindergarten

Every child who is five years-old on or before
September 1 must be enrolled in a public school
Kindergarten or alternate program approved by
the Maryland State Department of Education.
Full-Day Kindergarten is held at all Howard
County public elementary schools.

Bus Transportation

FY 2015 FY 2016
Number of Bus Routes 448 453

Bustransportationis provided for Prekindergarten
and Kindergarten students who live a half mile
from their school, elementary and middle school
students who live one mile from their school,
and high school students who live one and a half
miles from their school.

HCPSS At A Glance
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Academic Achievements

The Howard County Public School System is a recognized source of local pride. The school system consistently
ranks among Maryland’s top school districts. Howard County students score above the national averages
on standardized tests and more than 92 percent of graduates continue their education beyond high school.

SAT Scores and Participation

School Percent Critical
Year N* Participating  Reading  Mathematics ~ Writing
2013-14 3226 83.4 549 565 544
2012-13 3292 80.3 545 563 545
2011-12 3113 80.7 537 557 538

1 Number of graduates who took the SAT.

Documented Decisions — Class of 2014

Number of Percent of
Students Students

Attend a four year college 2,538 62.6%
Enter the military 138 3.4%
Work full time 298 7.3%
Attend a 2-year college 990 24.4%
Attend a trade or technical 73 1.8%
school

Other 16 0.4%

To view the list of in- and out-of-state colleges and
universities that students plan to attend, please refer to the
Colleges and Universities in the Informational Section.

Executive Summary 10

Accomplishments

Number one SAT scores in Maryland —
Class of 2014

Number one scores in Maryland for HSA
Algebra and English —2012-2013
Number one scores in Maryland for MSA
Reading —2012-2013

Highest percentage of graduating seniors
in Maryland attending a 4-year college or
university — Class of 2013

2014 Academic Awards

36 National Merit Finalist Scholarships
11 National Merit Semi-Finalist
Nominations

161 Commended Scholar Nominations
1,083 Students offered at least one
scholarship

For the second year in a row, HCPSS

is awarded Annual AP Honor Roll by
the College Board for achievements in
Advanced Placement course accessibility
and scores.

2014 SAT Score Comparisons

District Combined Score
Howard 1657
Montgomery 1646
Carroll 1562
Frederick 1555
Harford 1516
Calvert 1509
Anne Arundel 1489
National 1471

Academic Achievements
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System Accomplishments

As we strive to transform into a world-class educational institution, we celebrate some of the many
recent accomplishments of the Howard County Public School System.

e Hammond High School social studies teacher Jody Zepp was named 2014-2015 Maryland Teacher of the
Year, HCPSS Teacher of the Year, and Washington Post Outstanding Teacher for Howard County.

e The new model for elementary education was launched in FY 2015 at Bryant Woods, Ducketts Lane, Phelps
Luck, Running Brook, Stevens Forest, and Talbott Springs elementary schools. Through research-based
components, the model fosters the intellectual, social, emotional, and physical growth of the whole child.

e The school system launched the HCPSS mobile app, which has already been downloaded by thousands of
users.

e The school system was ranked the top public school district in the state of Maryland, according to a report
released in January 2015 by Niche.com, an education and community analysis firm.

e The newly revised Wellness through Nutrition and Physical Activity Policy was ranked among the best in the
nation by the Yale University Rudd Center for Food Policy and Obesity.

e Homeland Security Academy students developed a nuclear strike evacuation plan through a collaborative
effort with the Community Emergency Response Network. The plan was presented at a conference for
state and county government emergency directors in May.

e High school biology classes are creating a watershed report card to assist county legislators in considering
environmental policy. Students collect and analyze samples throughout the county and will present their
report to county representatives and environmental experts.

e Every paraprofessional staff member received an iPad mini to enhance collaboration, information access,
and professional learning. The new technology supports these essential members of the instructional team,
who work daily with students and directly impact academic success.

e Parent empowerment was the theme of the 3rd joint African American Community Roundtable Forum on
September 29, 2014, engaging parents and the community to ensure equity in educational opportunity.

e Let’s Go HoCo, the first annual HCPSS 5K run/walk and one-mile fun run, took place on October 12, 2014.
Nearly 2,700 participants contributed to the success of the event and promoted health and wellness to
staff, students, families, and members of the community.

e A major upgrade to school and system websites was completed, which provides better functionality and
user friendly organization. Last year www.hcpss.org received more than 1.2 million visits, an increase of 43
percent over the prior year.

e Stevens Forest Elementary School and its PTA were jointly named a National PTA School of Excellence by
the national PTA organization.

e Pointers Run Elementary School launched the county’s first school-based food scrap collection, part of the
Howard County composting program.

e The school system received the Distinguished Budget Presentation Award from the Government Finance
Officers Association and the Meritorious Budget Award from the Association of School Business Officials for
the FY 2015 Operating Budget.

Executive Summary 11 System Accomplishments



Board of Education
Howard County Public School System

10910 Clarksville Pike
Ellicott City, Maryland 21042

410-313-7194

Phone: 410-313-7194

Fax: 410-313-6833

Term Expires 2016

Janet Siddiqui, M.D.
Chairman

Phone: 410-740-7195

Fax: 410-313-6833

Term Expires 2018

Bess Altwerger, Ed.D.
Member

Phone: 410-880-0828

Fax: 410-313-6833

Term Expires 2016

Ellen Flynn Giles
Member

Phone: 443-535-9086

Fax: 410-313-6833

Term Expires 2018

Cynthia L. Vaillancourt
Member

Executive Summary 12

Group Board Member email: boe@hcpss.org

Phone: 301-922-4609

Fax: 410-313-6833

Term Expires 2016

Ann De Lacy
Vice Chairman

Phone: 410-531-2394

Fax: 410-313-6833

Term Expires 2018

Sandra H. French
Member

Phone: 443-620-0122

Fax: 410-313-6833

Term Expires 2018

Christine E. O’Connor
Member

Phone: 410-313-7194

Fax: 410-313-6833

Student Member 2014-2015

Patrick B. Mikulis
Student Member

Board of Education Members



Superintendent’s Cabinet

Howard County Public School System

10910 Clarksville Pike
Ellicott City, Maryland 21042
410-313-6600

Renee A. Foose, Ed.D.
Superintendent
Email: superintendent@hcpss.org

Linda T. Wise
Deputy Superintendent
Email: linda_wise@hcpss.org

Camille B. Jones
Chief Operating Officer
Email: camille_jones@hcpss.org

Patricia Daley
Executive Director
Special Education and Student Services
Email: patricia_daley@hcpss.org

Frank Eastham
Executive Director
School Improvement and Administration
Email: frank_eastham@hcpss.org

Bruce Gist
Executive Director
Facilities, Planning and Management
Email: bruce_gist@hcpss.org

E. Grace Chesney
Chief Accountability Officer
Email: echesney@hcpss.org

Susan C. Mascaro
Chief of Staff
Email: sue_mascaro@hcpss.org

Beverly J. Davis, CPA
Executive Director
Budget and Finance
Email: beverly_davis@hcpss.org

Clarissa Evans
Executive Director
School Improvement and
Curricular Programs
Email: clarissa_evans@hcpss.org

Rebecca Amani-Dove
Director
Communications
Email: rebecca_amani-dove@hcpss.org

Juliann Dibble
Director
Professional and Organizational
Development
Email: juliann_dibble@hcpss.org

Executive Summary

Superintendent’s Cabinet



FY 2016
Board of Education’s Requested Operating Budget Howard County Public School System

VISION 2018

Fulfilling the Promise of Preparation

Vision Mission
Every student is inspired to learn and ~ We cultivate a vibrant learning
empowered to excel. community that prepares students to

thrive in a dynamic world.

GOAL 1 GOAL 2 GOAL 3 GOAL 4

Students Staff Families and the Organization
Every student Every staff Community Schools are
achieves academic member is Families and supported by
excellence engaged, the community world-class

in an inspiring, supported, and are engaged organizational
engaging, and successful. and supported practices.
supportive as partners in

environment. education.
I I S I

Guiding Principles

We believe in...

Achieving excellence in all we do

Developing each student’s unique gifts

Engaging students in relevant, experiential, and personalized learning
Cultivating creative problem solving, critical thinking, and innovation
Promoting integrity, civility, and global citizenship

Enriching learning by honoring our diversity

Fostering a culture of collaboration, trust, and shared responsibility
Removing barriers to success

THE HOWARD COUNTY PUBLIC SCHOOL SYSTEM
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Zero-Based Budgeting

Zero-Based Budgeting Overview

The Fiscal Year 2016 budget cycle marks the second year of zero-based budgeting (ZBB) implementation.

ZBB supports the strategic plan, Vision 2018: Fulfilling the Promise of Preparation, aligning with Strategy 4.3.1,
Implement a zero-based budgeting process to invest in strategic priorities. Zero-based budgeting allows top-
level strategic goals to be implemented into the budgeting process by tying them to specific functional areas
of the organization. Due to its flexibility, this method of budgeting allows performance managers to identify
alternative ways to utilize limited resources through a systematic review.

A zero-based budget starts from a “zero base” and every function within an organization is analyzed for its
needs and costs—all expenses must be justified. The budget is built based on the needs for the upcoming year,
regardless of whether the new proposed budget is higher or lower than the previous one. Once developed, the
budget is balanced given funding constraints.

Zero-based budgeting is a method of budgeting in which all expenses must be justified and every function
within an organization is analyzed for its needs and costs. The purpose of the ZBB analysis is to assess a
particular program’s activities against its statutory responsibilities, purpose, cost to provide services, and
desired performance outcomes. Some of the advantages of ZBB are that it:

e Facilitates efficient allocation of resources, as it is based on needs and benefits rather than history.

¢ Drives managers to find cost-effective ways to improve operations.

¢ Increases staff motivation by providing greater initiative and responsibility in decision-making.

¢ Increases communication and coordination within the organization.

¢ |dentifies and eliminates wasteful and obsolete operations.

e Requires programs to identify their purpose and their relationship to strategic goals.

e Helps in identifying areas of wasteful expenditure, and if desired, can also be used for suggesting
alternative courses of action.

The zero-based budget development, review, and analysis process requires collaboration among the HCPSS
staff, the Budget office, and the Executive Team. The following are the steps in the HCPSS ZBB process
performance managers have completed for each budget program:

1. Identification of key activities of the program and the alignment of each activity with the strategic plan,
Vision 2018: Fulfilling the Promise of Preparation. The question answered in this step is what does this
program do and how does it support achieving the goals and outcomes in Vision 2018?

2. Identification of the resources required to conduct the key activities of this program. Having identified
what the program does and how it supports the strategic plan, this step identifies in detail the
resources necessary to carry out each key activity. Performance managers build the request from zero
and justify each resource for each key activity including any proposed program enhancements and/or
new program initiatives.
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3. Preparation of a summary of the program’s key activities. The program summary provides information
on the program’s purpose, an overview description of the program, and specific program goal(s),
outcomes, and strategies as they align to Vision 2018: Fulfilling the Promise of Preparation.

4. Development and use of program performance measures. Having determined that a program is
conducting activities that support the strategic plan and budgeting only the required resources to carry
out these activities, the final step in zero-based budgeting is measuring the results of these activities.
This step evaluates the success of each key activity.

Among important changes this year is the retitling of program managers as performance managers. This
title change signifies the evolution of the manager’s role from a budget area manager to a performance
manager responsible for the results achieved with the budget they manage. Another improvement this year
is the implementation of MyBudgetFile.com, a web-based budget development software tool that facilitates
automation of budget development and review.

Performance Measurement

Achieving program goals is essential for continued support of any public program. The purpose of performance
measurement is to demonstrate the linkage between resources and program performance, and to use that
information to improve services. Development and use of program performance measures is the last step in
the zero-based budgeting process.

As part of the FY 2016 ZBB process, performance managers have begun development of their program
performance measures. While not every program has completed this process, those that have established
measures have been included on individual program pages with details of other program accomplishments.
Performance managers will continue work on their measures with reporting of progress in future budgets.

Second Year Results of Zero-Based Budgeting

In the second year of ZBB, efforts continued to allocate resources most efficiently and effectively. Savings
through redirecting existing resources yielded $2.6 million in ZBB savings and 84 positions to redirect to
teaching positions for enrollment growth and new initiatives aligned with Vision 2018.

In reviewing key activities and program alignment with Vision 2018, 87.0 position requests were not included in
the budget request, reducing the proposed budget by an additional $4.9 million. New initiative requests were
prioritized based upon their contribution to outcomes in Vision 2018 and another $2.6 million was reduced in
this process. In total, the ZBB process yielded a reduction in the budget request of approximately $10.1 million.

As we prepare the Board of Education’s Requested Operating Budget to the County Council, we are committed

to fostering inclusive budget discussions centered on the goals of the Howard County Public School System as
outlined in the Strategic Plan, Vision 2018.
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Budget and Financial Management

Budget Policies and Procedures

The Howard County Public School System (HCPSS) budget procedures support the resource allocation process
and incorporate the best estimate of the system’s revenues and expenditures for the next fiscal year, based
on a compilation of performance manager requests to effectively provide sufficient services for their program.
These estimates are modified to reflect changes in plans, priorities, and enrollment as well as the economic
environment.

The HCPSS is required to prepare an annual budget in compliance with the legal requirements of Howard
County and the state of Maryland. The budget provides a framework for measurement and monitoring
expenditures. Throughout the year, actual spending is compared with the budget in each organizational and
programmatic area. The comparison can provide a measure of effectiveness and also help ensure that funds
are used for their intended purpose.

The HCPSS adheres to the following budget procedures:
e Adiscussion guide for the upcoming fiscal year’s operating budget is published annually.
e The Superintendent’s proposed budget is made available to the public and the county government in

January.

e Public hearings and work sessions are held to obtain comments from individuals and community
groups.

e The Board of Education’s requested operating budget is submitted to the County Executive by mid-
March.

e After approval or adjustment by the County Council, the final operating budget is approved by the
Board of Education in May.

e Dataincluded in this budget for the governmental funds are reported using the budgetary basis of
accounting that differs from Generally Accepted Accounting Principles (GAAP). The budget includes
the use of appropriated fund balance and, as previously noted, current-year encumbrances only.
Neither of these are reported under GAAP. The budget does not include retirement benefits paid by
the state on behalf of HCPSS employees that are reported under GAAP in the financial statements.

e Transfers may be made within the major Maryland State Department of Education (MSDE) categories
by the Board of Education without the approval of the County Council; however, the Board must
submit a report detailing these transfers each month.

Budget Amendments/Supplements

The HCPSS is not permitted to spend in excess of the amount appropriated by fund, category, or capital
project. It is the responsibility of each performance manager to spend within his/her allocated funding and to
notify the appropriate supervisor of any potential deviance from the budget plan.

Transfers between state categories must have Board approval and Howard County Council approval. The
Howard County Council must also approve transfers between projects within the Capital Projects Fund. If
actual revenue is anticipated to be greater than the original amount appropriated, or if additional county funds
are needed, the Howard County Council must approve a supplemental budget appropriation before additional
funds can be spent.
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Accounting Polices and Procedures

The HCPSS follows the state mandated requirements for preparing the annual budget. The structure of
accounts is based upon the Maryland State Department of Education’s Financial Reporting Manual for
Maryland Schools. The school system may only spend funds that are appropriated if local, or authorized if non-
local, by the county government. The Howard County Government approves the appropriation, or legal limit,
of the level of spending by fund and category.

Under Maryland Law, the General Fund and the Special Revenue Funds comprise the Current Expense Fund,
which reflects all financial resources used for the basic operations of the school system, including the basic
education programs. The financial resources are considered to be revenue to the HCPSS. Revenue is received
from a variety of sources.

The Board reports the following major governmental funds using the modified accrual basis of accounting:
general, special revenue, and capital project funds. The general fund includes the Unrestricted Fund (Operating
Budget) and the Restricted Fund (Grants Fund). The special revenue funds include the Food and Nutrition
Service Fund and the Glenelg Wastewater Treatment Plant Fund. The School Construction Fund is the only
Capital Projects Fund.

Revenues are recognized as soon as they are both measurable and available. Revenues are considered available
when they are collectible in the current period or soon enough thereafter to pay liabilities of the current
period. The HCPSS considers revenues to be available if collected within one year of the end of the current
fiscal year. Principal revenues subject to accrual include federal and state grants and local county government
appropriations. Other revenues are considered to be measurable and available only when cash is received by
the HCPSS.

Expenditures are generally recorded when a liability or encumbrance is incurred, as under full accrual
accounting, and budgets are prepared where encumbrances are treated as expenditures of the current period.

Modifications to the accrual basis of accounting include:
e Employees’ vested annual leave is recorded as an expenditure when used. The amount of accumulated
leave unpaid at the end of a fiscal year is reported only in the government-wide statements.
e Interest on long-term obligations (capital leases) is recognized when paid.
e Amounts encumbered as purchase orders are recorded as a reservation of fund balance.

Funds for capital projects are appropriated annually. Unspent capital funds do not lapse at fiscal year-end, but
remain available until the project is closed.

Proprietary funds are activities the school system operates similar to those of a business, in that it attempts
to cover costs through user charges. Proprietary funds include an Enterprise Fund (Jim Rouse Theatre Fund)
and four internal service funds. The internal service funds are: Print Services, Information Management,
Health and Dental, and Workers’ Compensation. The proprietary funds are reported on the accrual basis of
accounting. Revenues are recognized when earned and expenses are recognized when a liability is incurred.
The proprietary funds use the accrual basis of accounting for both budgetary and accounting purposes.

The budget includes a separate budget for each fund with the exception of the fiduciary fund (School Activity
Fund) which is not budgeted. These monies are custodial in nature and do not involve measurement of
results or operations. The School Activity Fund accounts for all monies held in the name of a school including
fundraising proceeds, cash donations, funds transferred from the Board, and funds provided to a school not
appropriated through the Board’s budget. Although these funds are collected, spent, and managed at the
school level, the HCPSS is responsible for overseeing the School Activity Funds in accordance with Generally
Accepted Accounting Principles (GAAP) and Board procedures as outlined in Policy 4030 School Activity Funds.
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The operating budget is presented throughout the Executive Summary, Financial Section, and Other
Information Section. Budgets for all other funds can be found in Other Funds at the end of the Financial
Section.

Investments

As a Local Education Authority (LEA), the school system is authorized to invest excess funds under specific
provisions of the Maryland State Annotated Code. The school system has an investment policy which
establishes the investment scope, objectives, and delegation of authority from the Board of Education to
the Superintendent/designee to invest school funds, and the standards of prudence to be applied to such
investments.

Debt Management

The school system has a debt management policy in place that sets forth parameters and a process for issuing
debt as well as managing outstanding debt. The scope of the policy is limited to lease obligations of the school
system. The policy does not include or envision debt incurred on the school system’s behalf by the state of
Maryland or the Howard County Government to fund any planned capital improvements of the school system.
By establishing a debt policy, the school system has recognized the binding commitment to full and timely
repayment of all debt. The policy ensures that the Board maintains a sound debt position and that credit
quality is protected.

Fund Balance

Fund balances are created when the expenditures during a fiscal year are less than the revenue received during
that year. Fund balances may accumulate over a period of years and may be available as a source of revenue,
but only if appropriated through the budget process by the Board and the Howard County Council.

The school system has a fund balance policy that defines accounting procedures for reporting and using fund
balance in alignment with GASB 54 and states the authority and guidelines for the use of fund balance.

Revenue

The HCPSS is a component unit of Howard County, Maryland and is fiscally dependent on the Howard County
Government and the state of Maryland to appropriate funding for the school system. The HCPSS has no
authority to levy taxes or issue bonded debt.

The majority of the school system’s general fund revenues are received from the Howard County Government.
In order to be eligible for Howard County’s share of state aid, the local government must provide a minimum
funding level known as Maintenance of Effort. Maintenance of Effort requires local funding support to be

the same per pupil amount as the year before. This funding level will change year-to-year depending on
fluctuations in student enrollment. County property and income taxes make up the majority of local funding.

The state of Maryland provides funding for unrestricted revenues using formulas based on student enrollment,
county wealth, and in some cases, a consumer price index adjustment. These major state aid categories are
identified in the revenue section as Foundation Program, Compensatory Aid, Transportation, Special Education
Formula, Limited English Proficiency, and Geographic Cost of Education Index (GCEI). Estimates of the projected
level of state funding are provided by the Maryland State Department of Education (MSDE) as the budget is
being prepared.
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The Other Sources of Revenue funding consists of tuition paid for non-residents, summer school and evening
high school; interest on investments; rental use of system facilities; insurance proceeds; the local portion of
Out-of-County Living arrangements; and some appropriation of general fund balance. These revenue sources
fluctuate based on program usage, student enrollment, and market trends.

The HCPSS receives special revenues, or restricted funds, in the form of grants. These grants come from
federal, state, local, and private or other sources and must be used for specific programs, such as Title | for
disadvantaged children, special education, and various pilot programs. The federal government provides
funding through public law and other federal grants. MSDE administers these funds and provides information
on expected funding levels as the information becomes available.

Long-Term Financial Planning

The HCPSS Bridge to Excellence Five-Year Master Plan reflects the district’s commitment to educating

our entire student population, one child at a time. The plan fulfills our obligation to the Maryland State
Department of Education to integrate federal, state, and local funding and initiatives into a comprehensive
master plan to improve achievement for all students and ensure that all student groups meet state standards.
Each year the HCPSS prepares an annual operating budget that supports the Bridge to Excellence Five-Year
Master Plan. School officials and the Board target funding to ensure the goals established in the HCPSS Master
Plan are achieved. Additionally, the Superintendent’s new five-year strategic plan for the HCPSS, Vision 2018:
Fulfilling the Promise of Preparation outlines goals on the path to fulfilling our vision.

Annually, the HCPSS prepares a five-year Capital Improvement Program (CIP) and a ten-year Long Range
Master Plan. The CIP identifies projected capital needs, including new facilities and maintenance projects
required to keep HCPSS facilities in good operating condition.

Capital Budget

Capital budget priorities are set by the Board and rely on funding from the state and county governments.
Capital projects approved by the Board are submitted to the Interagency Committee (IAC) of the State Public
School Construction Program to request state funding according to approved criteria. Costs for projects
beyond the amount funded by the state must be borne entirely by the local government. Howard County
Government has also provided “forward funding” in anticipation of future state contributions for projects
with preliminary planning approval. This process accelerates construction schedules and the county is later
reimbursed for these expenditures with state funds. Appeals of IAC decisions are heard by the State Board of
Public Works and a final decision is made in conjunction with legislative approval of the state’s operating and
capital budget during the spring session of the Maryland General Assembly.

A separate funding request is submitted by the Board to the county government for the majority of capital
funds. The county portion of the capital program includes those projects eligible for state funding in addition
to the more numerous projects which are funded entirely with local revenue. The Howard County Council
adopts a capital budget each year.

The HCPSS executes and manages the capital construction program using both state and local funds. The
capital projects reflect planned spending of state and county funds as set forth in the five-year program. Legal
appropriations are made only for the current fiscal year so the level of anticipated activity does not necessarily
translate into future appropriations. The total cost of construction projects is encumbered when the
construction contract is awarded and revenue is recognized as expenditures are incurred. These expenditures
are paid directly by the county government. The state portion of capital funds is reimbursed by the state.
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Factors Influencing the Budget

Factors Influencing This Budget and Future Budgets

The school system considers a multitude of operational and economic factors as it prepares its budget. These
factors were considered in preparing the budget for FY 2016. Notable factors influencing this budget are:

e The state government projects revenue shortfalls in the current budget of more than $1.2 billion and
anticipates difficult budget decisions will be necessary that may negatively impact Howard County.

e The Howard County government currently projects a $15.8 million shortfall in the county’s FY 2015
budget. The Howard County economic indicators report for June 2014 shows continued economic
stagnation for the county based on reduced federal government procurement activity. In addition, the
county projects a shortfall in FY 2016 revenues.

e Student enrollment is projected to continue to increase. The FY 2016 budget is based upon an
enrollment increase of 843.75* students from FY 2014 to FY 2015 and a projected increase of 1,645
students in FY 2016. Enrollment growth is projected to continue at a similar or higher rate in the
future.

e The FY 2016 operating budget includes 101.7 new positions to support enrollment growth, and
other new initiatives. Through ZBB savings, 84 positions have been reallocated, reducing the net new
positions to 17.7.

e The state has shifted a portion of the pension responsibility from the state to the school system. The
FY 2016 budget includes $17.3 million for employee pension payments to the state. Pension costs will
increase again in FY 2017 when the school system absorbs the full cost of the pension payment.

¢ Increases in the cost of employee health and dental benefits continue to require a significant portion
of the budget. The FY 2016 budget includes General Fund contributions of $82.5 million to the Health
and Dental Fund with an additional $1.5 million prefunded in FY 2015.

¢ The financial impact of the prior-year negotiated agreements adds approximately $11.5 million
to the FY 2016 budget for salary increases, stipends, and an extra personal day for bargaining unit
employees.

e Agrowing segment of our student population carry heavy burdens to school, including poverty,
homelessness, and language barriers resulting in the need for increased services. Program budgets in
these areas reflect requests for increased funding to meet these needs.

e The current and future capital budgets include funding for renovations and additions to existing
schools including major systemic renovations to many of the older school facilities as well as the
construction of a new elementary school and a new middle school.

*Enrollment adjusted for part-time and other ineligible students as determined by Maryland State Department of
Education (MSDE).
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All Funds — Descriptions

GOVERNMENTAL FUNDS

GENERAL FUND
Unrestricted Fund The Board’s primary operating fund that accounts for most of the financial
(Operating Budget) resources of the Board.
Restricted Fund Fund restricted monies, which is composed predominantly of grants. Grant
(Grants Fund) funds are acquired primarily through state and federal governments.

SPECIAL REVENUE FUND

Food and Nutrition Service Fund for monies collected from the sale of school lunches, and from state
Fund and federal sponsored programs.
Glenelg Wastewater Fund for monies collected from services provided by a shared sewage
Treatment Plant Fund disposal facility for the benefit of the public at Glenelg High School and for
the benefit of thirty lot owners in the Musgrove Farms subdivision.
CAPITAL PROJECTS FUND
School Construction Fund Fund for resources used for the construction, renovation, or acquisition of

school facilities. Funding is primarily provided by local bonds, local transfer
tax and state school construction funds.

PROPRIETARY FUNDS

Print Services Fund Fund for print services for the school system. Revenue is received from the
Operating Fund as charges for services.

Information Management Fund for technology services. Revenue is received from the Operating Fund

Fund as charges for services.

Health and Dental Fund Fund for health insurance, life insurance, and voluntary benefits for

employees and retirees. Revenue is primarily received by contributions
from other funds, employee withholdings, and retiree payments.
Workers’ Compensation Fund for workers’ compensation claims management and administration
Fund for employees who have sustained work related injury or illness. Revenue is
primarily received as a contribution from the Operating Fund.
ENTERPRISE FUND

Jim Rouse Theatre Fund Fund for costs associated with facility operation of the Jim Rouse Theatre at
Wilde Lake High School for both the performance and educational needs of
Howard County students and the community. Revenue is primarily received
as fees charged for use of the facility.

FIDUCIARY FUNDS (not budgeted)

School Activity Fund Fund for all monies held in the name of a school for student benefit.
Revenue is primarily received from fundraising proceeds, cash donations,
and funds transferred from the Board.
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Operating Revenue

FY 2016 Requested Revenue

The county allocation of $547.1 million represents: Maintenance of Effort level of funding as provided for in
State Law (based on an increase of 843.75* students), the shift of teachers’ retirement costs, expansion of the
elementary world language program and Pre-K program resulting in an increase of $16.6 million or 3.1 percent.
Maryland State Aid includes unrestricted funds and is distributed based on enrollment, relative wealth of

each county, level of local expenditures for education, and other factors. The State Aid includes $2.7 million in
discretionary Geographic Cost of Education Index (GCEI) funds vulnerable to reduction or elimination. Other
sources include building use fees, gate receipts for athletic events, fees for out of county students, interest
income, summer school tuition and e-rate rebates. The primary source of revenue for the Howard County
Public School System is the appropriation from the Howard County Government.

Revenue — how the budget is funded

Other

State 1.3%

28.2% /

County
70.5%

Changes in Funding

Board
Approved Requested Dollar Percent
FY 2015 FY 2016 Change Change
County S 530,439,861 S 547,064,576 S 16,624,715 3.1%
State $ 216,205,109 $§ 219,340,511 S 3,135,402 1.5%
Other S 12,120,380 S 9,933,293 $ (2,187,087) (18.0%)
Total $ 758,765,350 $ 776,338,380 $ 17,573,030 2.3%

*Maintenance of Effort increase is based upon state criteria for actual enrollment between FY 2014 and FY 2015.
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Operating Expenditures

FY 2016 Proposed Operating Expenditures

The FY 2016 operating budget totals $776.3 million, an increase of $17.6 million or 2.3 percent compared

to the FY 2015 budget. This increase in expenditures is attributable to FY 2015 negotiated salary increases,
enrollment growth, employee health benefits, and the teachers’ pension shift. The financial impact of the
prior-year negotiated agreements adds approximately $11.5 million to the FY 2016 budget for salary increases,
stipends, and an extra personal day for bargaining unit employees.

Expenditures by Budget Category
The chart and graph below shows the percentage of expenditures reported by the st